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SUBJ: BALLY SHOES AND OVERSEAS DEVELOPMENT BANK PROBLEMS 

REE: BERN 937 

1. SUMMARY: PRESS ALLEGATIONS IMPLYING "SCANDAL" HAVE BEEN 
MADE CONCERNING ACTIVITIES OF C F BALLY AG DIRECTORSHIP 
WHICH WAS TAKEN OVER BY MAJORITY SHAREHOLDER WERNER REY 
EARLY THIS YEAR. PRESS BEGAN INVESTIGATION INTO BALLY 
ACTIVITIES EOLLOWING REPORTS THAT FEDERAL BANKING COMMISSION 
HAD OBJECTED TO BALLY'S PURCHASE OF OVERSEAS DEVELOPMENT 
BANK WHICH WAS ORDERED CLOSE JUL 7. NEUE ZURCHER ZEITUNG 

JUL 6 ALLEGED THAT REY IS RESPONSIBLE EOR BALLY’S HAVING 
EXTENDED SE 41.5 MILLION IN QUESTIONABLE LOANS TO COMPANIES 
CONTROLLED BY REY. BALLY'S BOOKS ARE BEING REVIEWED BY 
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INDEPDENDENT ACCOUNTING FIRM AND ZURICH DISTRICT ATTORNEY'S 
OFEICE TO VERITY ALLEGATIONS OF WRONGDOING. FOLLOWING REPORT 
PROVIDES THE FEW DETAILS SO FAR MADE PUBLIC. END SUMMARY. 

2. SERIOUS LOSSES DURING 1974 AND 1975 HAD CAUSED RALLY 
SHARE PRICES TO EALL SHARPLY, BUT BALLY'S MANAGEMENT WAS 
REORGANIZED, BUSINESS RECOVERED AND SHARE PRICES ROSE RAPIDLY 
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IN LATE 1976. IN JAN 1977 C F BALLY HOLDING COMPANY WAS 
TAKEN OVERY BY GROUP NAMED SYNDIKATS AG HEADED BY HANS KELLER 
AND WERNER REY WHICH HAD OBTAINED 60 PERCENT OF RALLY STOCK 
DURING PERIOD WHEN SHARE PRICES WERE LOW. REY (AGE 34) WAS 
FORMER STOCKBROKER AND CONSULTANT TO INVESTORS OVERSEAS 
SERVICES (lOS) OF BERNARD CORFELD. REY AND KELLER WERE REPORTED 
TO HAVE WORKED PREVIOUSLY FOR BANKINVEST, ZURICH-BASED COMPANY 
CONTROLLED BY WEST GERMAN FINANCIAL GROUP NAMED METRO. REY 
BECAME VICE-PRES OF BALLY BOARD OF DIRS AS WELL AS STOCKHOLDERS' 
REP ON BOARD. EKLLER DIRECTED SYNDIKATS AG. 

3. IN FEB 1977 REY ANNOUNCED ESTABLISHMENT OF BALLY FINANZ AG 
AND BALLY INVESTMENTS AG WHICH PURCHASED FORMER lOS-OWNED 
OVERSEAS DEVELOPMENT BANK (ODB), GENEVA, WHICH WAS TO BE 
RENAMED ETERNA-BANK AG. ODB HAD RUN INTO DIFFICULTIES IN 1971 
WHEN ROBERT VESCO WAS BOARD PRES. ODB WAS ACQUIRED BY BANKHAUS 
SCHNEIDER AND MUESING IN MUNICH, THEN BY SYNDIKATS AG WHICH 

REY SAYS IS WHOLLY OWNED BY HIM. PRESS BELIEVES REY PROBABLY 
OBTAINED LOANS FROM OUTSIDE SOURCES TO BUY SYNDIKATS AND ODB. 
TRIBUNE DE GENEVA JUN 4 REPORTED THAT ODB DEAL WAS ARRANGED 
AND FINANCED BY WEST GERMAN REAL ESTATE SPECULATOR RENATUS 
RUEGERW REY HAS REFUSED TO DIVULGE WHAT HE SAYS ARE HIS QTE 
PRIVATE FINANCIAL ARRANGEMENTS UNQTE. 

4. SWISS FEDERAL BANK COMMISSION CONFIRMED JUL 7 THAT PERIOD 
OF APPEAL HAD RUN OUT ON ITS DECISION TO LIFT ODB BANK LICENSE 
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AND ODB MUST CLOSE. PRESS ALSO REPORTED SYNDIKATS HAD VIOLATED 
FEDERAL DECREE REQUIRING PRIOR APPROVAL BEFORE BORROWING FUNDS 
ABROAD THAT WERE USED TO ACQUIRE ODB WHICH IS SAID TO HAVE 
COME UNDER FOREIGN CONTROL. HOWEVER, BANKING COMMISSION HAS NOT 
PUBLISHED ANY INFO TO CLARIFY SITUATION. PRESS REPORTED THAT 
THERE ARE 3 POSSIBILITIES FOR ODB WHICH REMAINS IN DIFFICULT 
FINANCIAL SITUATION: (A) BECOME FOREIGN DOMICILED BANK; (B) 

FIND ANOTHER BUYER, SERIOUS ENOUGH TO OBTAIN BANKING 
COMMISSION PERMISSION TO RE-OPEN; OR (C) LIQUIDATION. 

5. REPORTS OF ODB PROBLEMS LED TO PRESSURE ON REY TO MAKE 
FULL DISCLOSURE OF HIS MANAGEMENT ACTIVITIES AT SHAREHOLDERS 
MEETING SCHEDULED FOR JUL 6. HOWEVER, NEUE ZURCHER ZEITUNG ON 
MORNING OF JUL 6 PUBLISHED ARTICLE ALLEGING REY SYSTEMATICALLY 
BLED BALLY OF SF 41 .5 MILLION BY EXTENDING QUESTIONABLE LOANS 
TO ODB, SYNDIKATS, AND ATLANTIS BANK (CAYMAN ISLANDS) BELIEVED 
TO BE RELATED TO SYNDIKATS; 

(A) CF BALLY AG LOAN TO SYNDIKATS: SF 12.5 MILLION. 

(B) BALLY SHOE AG LOAN TO SYNDIKATS: SF 5 MILLION. 

(C) BALLY FINANZ AG CREDIT TO SYNDIKATS: SF 10.5 MILLION. 

(C) BALLY FINANZ AG CREDIT TO ATLANTIS BANK: SF 6.5 MILLION. 

(E) CF BALLY AG CREDIT TO ODB: SF 1.5 MILLION. 
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(F) BALLY FINANZ AG CREDIT TO ODB: SF 6 MILLION. 

6. REY AND THE DIRS DID NOT RESPOND TO THESE ALLEGATIONS TO 
SHAREHOLDERS SATISFACTION. CONSEQUENTLY, SHAREHOLDERS FAILED 
TO PROVIDE ABOLUTE MAJORITY VOTE NEEDED FOR APPROVAL OF 
DIRS' ANNUAL REPORT. REY RESIGNED AS BOARD VICE-PRES BUT 

■WAS REAPPOINTED AS MEMBER OF TRIPARTITE DELEGATION REPRESENTING 
SHAREHOLDERS' INTEREST. AN INDEPENDENT ACCOUNTING FIRM WAS 
ENTRUSTED TO LOOK INTO BALLY'S OPERATIONS. ZURICH DISTRICT 
ATTORNEY'S OEFICE JUL 8 ANNOUNCED IT WILL INVESTIGATE TO SEE 
IF REY HAS VIOLATED CRIMINAL CODE PROVISION ON LOYAL 
MANAGEMENT (FRAUD). SPECIAL SHAREHOLDERS MEETING WILL 
CONVENE SOMETIME AFTER END SEP TO REVIEW SITUATION. 
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7. ALTHOUGH FULL DETAILS OE THIS AFEAIR INVOLVING ODB AND REY 
HAVE NOT BEEN PUBLISHED, NEUE ZUERCHER ZEITUNG HAS REPORTED 
REY'S METHOD OF OPERATION IS CLEAR. NZZ ALLEGED THAT REY USED 
BALLY'S GOOD EINANCIAL ASSETS TO SYSTEMATICALLY CHANNEL FUNDS 
INTO FRONT ORGANIZATIONS, BUT WHETHER TO BENEFIT HIMSELF OR 
THIRD PARTY IS SO FAR UNCERTAIN. BALLY WOULD HAVE BEEN LEFT 
HOLDING SIZABLE UNRECOVERABLE RECEIVABLES. PRESS HAS NOTED 
THAT DESPITE RECESSION DIFFICULTIES, BALLY HOLDING COMPANY 
REMAINS AN IMPORTANT ENTERPRISE WITH NEARLY 12,000 EMPLOYEES 
IN 30 SUBSIDIARY EIRMS, INCLUDING MANUEACTURING AND RETAIL 
OPERATIONS IN 16 COUNTRIES. BALLY'S CAPITAL SHARES ARE 
VALUED AT SE 45 MILLION, EULLY PAID IN, AND PUBLISHED TAXABLE 
CAPITAL ASSETS ARE ESTIMATED SE 140.8 MILLION. 
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